By R. DAVID BELL]

US. Business Enterprises Acquired or Established
by Foreign Direct Investors in 1980

BASED on preliminary resulis of o
BEA survay, foreign direct investors,
pithar directly or through their T.S.
affiliates, aequired or established 1,373
U.5. business enterprises in 1980, nt 0
cost of $9.% billion. Details from that
smrvey, ond revized datn for 1974, nre
presented below, Other highlights of
the survey:

® Acquisitions of existing T1.5. busi-
ness enterprises acconnted for $8.1 bil-
liom of tota) investment ontlays in 1980,
Most of the ontlays were by U.S.
affilintes,

dort.—This porvey was conducted under
Hw gupervision of Jamez L. Bomkamyp, Chief.
Direct Investment In the Urnited States
Branch, Intecnatlonal Inrestment Division.
Jogeph P, Ohorry wEE project Jsnder for edit-
jog and provessing the forms. Rlehard Manery

desdloned the computer progrome for dafa
retrieval aid analrals.

The seope of thiz ortdele 15 Altferent
fromn thot of “Foreizu DMrect Investment
In the U'nlted Btates In 1980," (pape 40
of thie issged. This artleke corers the
full cost bo forelgn direct fovestors of
acquiring or estobiishing 7.5 boeinass
enternprised, reagardless of how or by
whewm finonced, presents selected oper-
atlng and Anapociol dota of the aoquired
ar estiblished enterpribes, and provides
Infermatlen on witlmete benefclal own-
erabip. "Forelgn Direct Investment in
the United States In 10807 covers axlat-
1ng V.5 aflintes az well ns U.H, bhusd-
nass anterpriced sequired or nowly o4-
tablianed in 1980, Capitel fow doke in
thot erticle incitde Infowe from Eorelah
parants to acquoice ox establizb 7.3, busl-
085 eRterprisea Those Inflows, howerar,
enmmot be eatleely separated from other
capital flows batween faveim purems
end thelr U.E, afliotes, ond, in ADy
event, rapresant only the portion of the
total caak of acqoisitlone and egtabliab-
ments that 1a foanced by foredgy par-
antd.
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* Outlays wera well below the re-
vised 1979 level of $15.5 billion. Most of
the year-to-year decrease was explained
by tha {act that there was no counter-
part in 1580 to an unususlly large (al-
maost $4 billion}) 1979 nequisition in the
petrolenrn industry,

® More than one-half of the number
of 1980 investments were in rea) estate.
Qutlays were largest in manufacturing
{$2.4 billion), real estate {$2.7 hillin),
refail trade ($0.8 billion), snd petro-
lenm ($0.7 billion).

* TWhen clnssified by the country of
the foreign porent—i.e., the country of
the first foreign person in the owner-
ghip ¢hain of the nequired or established
10.5. business enterprise—more than &0
percent of total outlays were accounted
for by parents in developed countries
The largeat outlays wure accounted for
by parents in the United Kingdom ($2.6
billion), the Netherlands ($1.4 billion),
Germany ($1.3 billion), and Cannda
{$1.2 billion). Among developing coun-
tries, the largest outlays ($1.2 billion)
were accounted for by parents in the
Wetherlands Antilles.

» When. classified by the conntry of
the nltimate beneficial owner, outlays
accounted for by investors in the Neth-
erlands and the Netherlands Antilles
were much lower, nnd those accounted
for by investors in Canads, the Middle
East, end the Far East much higher,
than when ¢lassified by country of for-
eign patent.

* Foreign-source funds financed
neerly two-thicds of total investment
outlays.

# Totnl aseets of all TI.8. business
enterprises acquired or established in
1980 were $40.5 billion. Nesrly one-half
of the total was in benking.

* Actuired enterprises had total as-
sebs of $47.0 hillion and sales of $21.0
billion ; they employed 261,000 workers ~
ond owned 1.7 million acres of U.8. .
land.

* Neowly established enterprises had
totnl assete of $5.5 billion ond seles of
$0.7 billion; they employed 6,000 work-
ers and owned 0.3 million scres of T3,
lond. .
Thess findings are from s BEA. sur-
vey thet covers two types of foreign di-
roct investment in the United States:
(1) acquisitions of existing T7.5, busi-
ness enterprises, including business seg-
ments or operating units of existing
.5, business enterprises, and (2) estab-
lishments of new T1.5. business enter-
prises.! Investments of sither type may
be made directly, by the foreign direct
investor itself, or indirectly, by an exist-
ing .S, afiiliste of the foreign direct
investor. The data cover investments in -
U.S. business enterprises that had totsl
azets of over 3600,000, or that ovmed at
least 200 ncres of ULS. land at the time
of acquisition or establishment.? .

Data for 1974 have been revised up-
ward sabstantially from thoss previ- ~

1. Fovslga dirast (nvesiment io A TUnited Btatan
15 the oemershly of foafrod, directly or Indireotly
by vae foreign pereon, ¢f 14 pareent or mors of the
voling pecurliles of an incorperated 0.5 boglnesa
gnlerpriis or AU eqoivalnl fobecest In an wala-
ted TLA bumiDes soberntie. A forelgn pers
seo 15 ony indivldosl, branch, partoitship, agponla- i
tion, it cerporation, poveromeRt, of pavem-
ment sntarpHee rexddent ootslds the Unived Stotes
A bugipees enterpries o defuad ks includs the
gormarahly of Taol estote, Howarsr, residectinl rml
apinte held erctuatvely for pearsooal Wes 1n exdukd
m;?]n-rem:nta oot mesting clther of these od-

be reportsd, Bt oply Honltad {nfor - .
Ea’r‘.‘ ::ﬂ wrequ!ﬂd, primarily fyr identifeatlon |

ougn, ‘There were 1,116 snch “paptially erempt”
F:Hmunts reported for 19847 total assets of the
1.9, +nterppises ncquired or establfished wers b
thas $0.5 Wilion. For 1079, thare Wdico T42 such
invectodants Ceported; anea ward 1o than (108 ]
wiilion.
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. ougly published® (A technical note ot
the ead of this wrticla discusses the ve-
* vigions.) Data for 1980 are prelimi-
.onary—they are expocted to be revised
upward when Ints reports are ineludad.?
* Becguse of improvements in the time-
i Jiness and gquality of reported dote, re-
visiona for 1980 should be much smallar
7 than thoss for 1979, The 1980 revisions
wove likely to raise the number of invest-
ments and investors proportionstely
*more than dollar volues, becauss em-
. phasis was placed on ensuring that lorpe
investments were included in the pre-

* liminary dato.
+  Dollar values for new investments in
1 given year may be dominated by 2
" relatively small number of lorge trons-
actions, mpinly acquisitions. Chenges in
_ the number or eize of such large invest-
ments, or in their industry or country
~clagsifiention, from one yeor to the nest
. may obscure any year-to-year changes
" in the underlying pottern of investment.
. Bacause of this, and becouse of the ex-
, pected wpword revisions for 1980, com-
povisons of preliminery 18280 data with
=pevised 1979 dato should be made with
¢aution, especially for individund indus-
tries or countries. In this article, the pri-
mary foous is on 1980 daka ; limitad com-

parisens with 1670 dats are included,

The article is divided into twe major
*seetiona. The first discusses investment
transactions, including their number
und type, their cost to investors, and the
menns by which they were financed. The
gecond presents data on the operations
of the 11,5, business anterprisas nequired

" or established.

Investment Transaetions *

Foreign direct investors, either di-
rectly or indirectly throngh their U.8.
affilintes, noguired or established 1,373

. U.B, buginass enterprises in 1980 {tabls

3. Bae Toternptlone]l Iovestment Plvislom, 0.4
Butloesy Hnterpripes Acqodred or Enmtohlinhed by
Forelgn Diraet Imveators In 1970, BOWYEY OF
Cosprus Bizinmae &1 (January 190817 ; TH-36,

1. Bevised daie for 1680, aod prefimicary dota
Eor 1881, will be ppbliwhed fo spring 1982,

« 0 The number of Investments and wvestots, thelr
AleEributions hy txp¢ ol lovesiment and by [ype af
Laveator, and the distelbutons of lovestment oot
laxe by type of Invesiment and by trpe of Inveskar,
ehowm In tsbles 1 throngh 9, ore mEected by the
wricture of nreatmont transoetions, For wxampls,
l‘ farelgm direct imventor may ewbinlied & 0.8, hold-
T compAr to acqblre B UL hwainass enterprise.
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1). Investment outloys—ths cost to in-
vestors of the equity intereats acquired
or established —wera $0.9 billion,

Most of the outlays—$8.1 billion—
finenced the 631 acquisitions of existing
0.9, enterprises made during the yeor.
The remainder financed the establish-
ment of T¢2 new TI.S. enterprises,
mainly purchases of TILE, real estate.

The 1373 investments were made by
1,498 investors—940 foreign direct in-
vesters and B58 existing U.5. nffilintes
of Toreign direct investors.® Most of the

H tht watabllshment and acqoieltion wors made
Hitultameoundy, or It ¢ was made oledr to BEA tDat
they orere Wath poart of & siugh Ipvestment trone-
actleny only one repoyt, reflecting the moqoleiHon
of & U5 vusiness eoterprise by o foeveign dicect
Investor, would be voqulred. In thia sase, the elfect
oo the diik wowld be the sama as I the foredgn
direct lovestpr ocquiced the GOESTRTIMG  AITechly,
withorrt Arat sxtablishing the hoMing company. 1#
sithor of the above condltlons wae ot xrit, hovraver,
%o Lovestmentz—the eetatilehaviol of & WA, Lold-
ing comoany by o forelgn dlvert Liteotor apd the
pogalaitlan of o ULE. enterprise br w TLE. oadlilate
[Le, the Nolding comipeay)i—mould b reflected i
the dnth (It tha bolding company et BRA's re-
porting requiremeats for & foll—rather thap par
Hol=—report]. The dixtritation «f Lovewtoyent out-
Imye by powran of Gonnciog, shores 1o table 8, 1a also
pifeeted by the srottmre of lavosbisok traoesc
ooy, becmusa It relects the reperting solitrs -
medlets. rather than originsl, soorce of fynda.

8. The nomber al invssbtors was lurger than the
cumber of lovestimedin decorae groups of toa or
more loveatory partoinated in geme lnvestmentp
Tor scnmple, i two foralypn direct loveststa—ar »
foreign direct invéator abd oda of lta T.5. aflll-
ntes-=Jolntly scqeired dirset Investment squity in-
torests In the same 1T.EH. busioesa snterprige, each
jnweator wae ounted segotately.

An Inventor saklng meore than ons Sovsabbisat
daelng the yeor was connted cnce for sach aupacate
Investment.

invegtments by foreign direct investors
were to establish new enterprises, while
most of those by TS, afilintes were to
acquire existing enterprises. Qutlays by
foreign direet envestors were $8.2 hil-
lion, lesa than one-holf of those by TL5.
sfilintes.

Tnvestment outlays in 1080 were well
helow the 1078 level of $15.3 billion,
larpely becanse of & decline—from $18.2
billion to $6.1 billion—in outloys for
acquisitions. A major factor in the de-
cline was nn unusually lorge peiroleum
pcouisition in 197¢ that had no counter-
part in 1880, Outlays for that nequisi-
tion—at the tinwe, the most axpensive in
11.5. history—wera nearly $4 billion; in
contrast, outlays for the largest acquisi-
tion in 1980 were leaz than $0.7 billion.
Excluding the 1879 petroleumn acquisi-
tien, ountlays for avquisitions in 1980
were roughly $1.5 biltion below the ad-.
justed 1970 total. The yonr-to-year
decrense probably was not substantial
if aceount is taken of expected upward
vevisions to the 1080 dats because of
late reports.

Agnin excluding the 1979 petrolenm
scquizition, the number (16} and cost
($8.2 billion) of large acquisitions—
thoss involving cuwtlays of $0.1 Lillion
or more—were identical in 1979 and
1980,

The underlying sirength of foreign
direct investment in the United Stntes
pervigted in 1980 despite 4 combination
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of ecomomic foctors that worked to
wenken such investment, The U.S. econ-
omy weas slack through much of the
yenr and economic activity slowed sub-
stpntindly in Europe. The resulting
downward pressure on the earninga of
foreign multinational companies re-
dueed the arount of internally gener-
ated funds available for new invest-
ments, while scaring inierest ralss in
this country made acquizitions more ex-
pensive for Investors who required
financing in 1.8, capital markeis.

The failure of these adverss short-run
developments to preduce s substantial
slowing in the pace of foreign acquisi-
tiong underlings the importance of fa-
vorable long-run considerations, #spe-
cially the size of the UL.H. market und
the relative stability of economic and
political econditions in the Umited
Stetes. Also, the decline in the foreign
currency value of the dollar during the
post decode lowered the eost to foreign-
ars of acquisitions in the Tnited States,

Indusiry

Morn than one-half of all 1980 invest-
mants wars in real estats (table 2). Moat
of tha remainder wera in manufactur-
ing and in agricnlture and forestry. In
bath ren! estate and agriculéure and
forestry, the investments were Iarzely
purchases of wnimproved land (eclessi-
fied ag “establishments™).

Investment outlays were highest in
manufacturing ($3.4 hillian), real
estate ($2.7 billion), retail trade ($0.9
billion}, and petroleum ($0.7 billion)

{table 3), Within manufacturing, $1.5
billion of the cutlays were in “siher™
and about $0.4 billion each In food and
nonelectrical machinery.

Rouwghly one-third of the outlays in
Hother" manufacturing were to acquire
# controlling interest in & U5, tohaceo
compuny thet nlse produced and dis-

tributed other consumer products, in-
cluding beveragea. The company was
aoquired by the 1.5, afliate of o Brit- .,
ish conglomernte. The British firm had

previcusly held a smali (less than 10 *
percent) equity interest in the TL.S.
company and had s marketing ngree-

ment with i for U.S. distribulion of *

i

L
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. spirits imported from the United King-
dom. The British firm sought control.

* nitinily contested by the 1.8, campany,

to eatablish a divest marketing presence
in the Thnited States. (Outlays for this
' acquisition were the seeond largest for

, any gingls investment in 1980.)

Threa other large scquisitions ae-
= gounted for another one-third of the
» outlays in “other” manufacturing, The

largeet wag the acquisition of a subston-

* tinl minority interest in & U5 aunto

. mannfacturer by & government-owned
French waute manufacturer, (The

* French firm has on option e obtnin o

»majority interast in the future.) The
investment followed a series of produoc-

" tion, marketing, and financing agree-
menis betwesn the two firms over the

. preceding 2 yesrs, including loans to
and 8 less-than-10-percent equity in-

"vestment in, the U.8, firm by the
French firm. The French firm was pri-
marily interested in expending its 1.5,
seles throagh the 17,3, Arm’s dealer net-

"work. Tha subetantial inerease in its

- equity position in the TLS. fAvm fol-
lowed deterioration of the U.8. auto
merket in 1980 and the .8, firm’s re-
sulting need for capital. The two other
large acquisitions in “other” were a 7.5,
, tement  manufacturer acquired by o
" Garmen-owned U.8, affiliste and & T.8.
- temtile manufactorer acquired by a
British-owned T.8. alfiliate. Most of
the remsining outlays in “other” were
for acquisitions in printing and pub-

- lishing and in plasties.

, An food, four asquisitions nccounted
for almost all 1980 outlays. Tha two
largest were in beverages, One was the
acquisition of a large independent soft
drink bottler by the U.S. affiliate of 2
Japeness company, tha other the nequi-

 gition of a distifler by the 1.8, aifilinte
of a French company. {The latter was
relnted to the acquisition of the 7.8
tobaceo company mentioned shoves the
distiller was sold by ths U.S. tobaceo
, COIOPAnY in an unsuccessful attempt to
fend off ite own mequisition by the
British firm.) The other two major ac-
quisitions in food ware of a grain mill-
ing firm by a Canadian company and of
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& meot. packer by the TU.S. nifiliate of »
British compeny.

In nonelectrical machinery, most of
tha outlzys were for small- and
medium-gized investments, including
sevarnl weeuisitions of 1.8, manufae-
turers of office somputing end aceount-
ing roachines. Omly one investment—
the acquisition of a construetion and
mining machinery manufacturer by the
U.S. offiliate of n Canadisn conglomer-
ste—involved outlays of as mueh as
$0.1 hillion.

Other major investments in manufae-
toring imcluded acquisitionz of: a
minerity intarest in a large polp ond
paper manufacturer by a British-
owned US, pfliliate; on industrint
chemieals manufacturer by o German-
owned U8, affilicte; and an electyic mo-
tor manufacturer by o British-owned
T.5. pfiliate.

Investment outlays in real estate
waore $2.7 billion. Mogt ware for smail
investments in T1.S. land. Of the 772
real estate investments, only 51 involved
outlays larger than $10 million; to-
gather, they necounted for $1.2 billion
of total outlays in real estata. The larg-
est wers acquigitions of n major office
building in New York City; an indus-
trial complex, including plants, offices,
and warchouses, in New Jersey; and a
shopping center in Californin, al) by
Netherlands investors or their U.S.
affiliates.

Roughly two-thirds of the $0.9 bil-
Lon of ontlays in rotsil trnde were for
o gingle acquisition, the largest in 1980,
The T0.S. affiliate of o diversified Brit-
jsh menmfacturing company acquired o
nationwide restaurant ond hotel chain,
The T.3. chain, which relied to a largs
extent on automobile travel for busi-
ness, hod been wenkened by riging oil
prices and the suhsequent reduetion in
anch travel in the United States. The
British conglomerate had accamutaied
Inrge cash reserves from sevaral divesti-
tures in 1870, ond hod been seeldng n
major T8, aequisition.

In peteclenm, nearly one-half of toial
outloys were for the acquisition of an
integeated T.8. petrolenm company by
o Canndian petrolenm company's 1.3,
pffiliate. The acquired company had
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heen a subeidiary of a 1.8, conglam-
otpte whose invesiments were mainly
outeide petreleuin; the conglomerate's
decision to sell its petrolenm operations
was part of o program to restructure
its holdings and improve its cosh posi-
tion. Other cutlays in petrolsum wers
primarily to acquire T1.5. firms engaged
in nil and gas extraction.

Most of the remsining 1980 outleys
were in financial industries—$0.4 bil-
lion ench in banking and insurance, and
20.3 billion in finnoes, except banking.
Two major investments resolted in ae-
quisitions of minovity imtarests in n
T.5. bonk, which was among tha 1B
largest in the Nation, and in a T.S.
securities brokerage firm; two U.S. in-
surance componias mnd a .S, com-
mercinl  crodit company were salao
acquired.

Country of foredgn purers

Tables ¢ and 5 show, respectivaly, én-
vesfore wod investment outlays by coun-
try of foreign parent; table 8 shows in-
vestments and investment outlays by
country of foreiem perent.’ {The
foreign parvent is the first foreign parson
in the ownership chain of the pequired
or estnblished 11,8, business enterprisa.)

In 1980, slmast 60 percent of 2ll in-
vestors were olassified in devaleped
eountries: they nccounted for more than
80 percent of investment uutln.ys. Mast
of their outloys were to nequire existing
enterprises, mainly by U.S. offiliates.
Most of the outlays of investors clngai-
fed in developing countries were to
establish new enterprises—mainly real
astata purchasss—and were by forsign
direct investors themselves,

Of the $8.0 billicn in ontlays clasei-
fiad in developed countries, parentsz in
four countrics—the United Kingdom,

T. Where more than com inveator particlpabsd 1o
o glven Sovestment: (1) sach fAvcstor—and 1ta
optlaye=—mars olaselfied by the countty of cach in-
diridun] dorelgy parent, omd (2) the Exceafnent—
ot total cutinye assoclated with the LoTegtmant-—
wits clainlfed by e equntey ol thae forelgn parent
wikh the Incgeat squliy laterest in the T.5, Maliess
apkerprine, In 1830, ab lo 167, there were anly o
Tow luveximonts witk forelgn parents In more than
ane ecuntry, sid, ln all these cases, cutinys were
emall, Tue fulowioy dietusdon foopses oo IDves-
tora and ootlayg clagabded by the toaotry of ench
Turelzt parent.
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the Netherlands, Germany, snd Can-
nda—had by far the largest totals.
Parents in the United Kingdom ae-
counted for #2846 billion of outlays,
almost all for acquisitions by their TS,
efiiliates. The two largest 1080 transac-
_tions—the acqnisitions of the TN.S. to-
bacco company and the nationwide res-
tanront and hotel chain discussed
nbove—were hoth by U.3. affilintes of
Britiech parents; togecher, they ac-
connted for nearly one-half af nll out-
‘lays associnted with DBritish porents.
Most other sutlays were in manufactur-
ing nnd in fnance, exeept banking
Within  monufacturing, they were
mainly in nonelectriea! machinery, olec-
tric and electronic equipment, textiles
and npparel, and papar,

Parents in the Netherlonds accounted
for $1.6 billion of outlays. About $1.0
billjan of the total was in real astate,
ineluding 0.2 billion for the three larg-
egt 1980 renl estate investments men-
tioned above, and roughly E05 billion
for the nearly 100 investments by the
.8, affilintes of two Netherlands hold-
ing companics, Outside real estate, out-
Iays accounted for by Netherlands
perents were concentrated in monwioc-
turing and banking.

Outlays accounted for by German
parents wore $1.3 billion. Aboul one-
haif of the totz]l was in manvfacturing;
the Inrgest outlnyz were in chemicals
and cement, Outlays were over $0.1 bil-
licn ench in petroleum, mining (all in
coal), and renl] cstate.

Oatlays accountad for by Coanadian
parents were $1.2 hillion. More than
one-third of the total was in petrolewm,
almost all for n single sequisition. An-
other one-third wes in manufacturing,
mainly in food and nonelectrical ma-
¢hinery., Cnnadian porenis were also
active in ron] estate investments, which
acconnted for outlays of mare than $0.2
billion.

Foreign parents in the Netherlnnds
Antilies accounted for outlays of §1.2
billion—two-thirds of the total for afl
developing countries, Most of the ont-
lays finaneed the nearly 400 investments
in U8, ren] estate by Netherlands An-
tillean parents,
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Country of wltimdde beneficlal owrer

. Inthe previons section, each investor
ond its outlsys were classified by coun-
* ey of foreimm parent—the first formign
person in the ownership chein of the
sequired or established TS, business
enterprise. Each foreign parent may be
_awned by other persons. The nlttmate
heneficial owner (TTBO) is the person
*in the ownership choin, beginning with
the forsign parent, that iz not owned
mars than 50 percant by another person.
The country of the TBO may be the
. same a2 that of the foreign parant, 8
« diffarent foraign eountry, or the [nited
? Gtates. If thae foreigm parent is not
owned more than 50 percent by anothet
perzon, the foreign parent and tha TBO
are the same,
. Asg ghown in the table below, a TTBO
and its eountry wera identified for the
" investments of most investors and for
mors than 90 percent. of investment out-
1ays in both 1979 and 1880, Over 16 per-
eent of total outlays in 1980, and 10 per-
eent, in 1979, were for investments for
which tha UBO and foreign perent
* eountries differed.

Inresteaint
TorvisdeTy Pl s of
L ]

il iy l L 100 1800

Total. .. .e.. LT | &al ) I6ALY | oM
roMmenls with TBO

Homifed. ... _ . .... LEs | L1E: | W33 B, it
for which
THD  ad mdi-

................ T 82| .08 1822

In table T, distributions of investors
and investment outlays by country of
foreign parent sre compared with those
by coumtry of UBO. Where the UBO
ecould not ba identified, conntries of tha

» foreign pazent and of the TIBO were
aszumed o ba the same.

Whean datn wors classified by country
of UTBO, rather than by country of
foreign parent, only the Netharlands;
Bermuda and British Islands, Carik-

« bean; and tha Netherlands Antillas had
lower ontlays in 1980, (This was true in
1879 ns well) The Jargest differences
wers in the Netharlands ($0.7 billion)

. and the Netherlands Antilles {$0.3 bil-
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Table f.—Investmonts and Investment Gutlays, by Conntry of Forelgn Pacmtt with Largest
Tnvestment!
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Lion}. Adventages to TBOs of holding
their TS, investments indirectly
throngh thesa countries may include
minimization of taxes, avoidance of
regrulatory constraint, and protection of
privacy.

When classified by country of UBO,
outlays were significantly higher for
Canada, the United Kingdom, Switzer-
land, “other Middla East,” and “cther
Africs, Asia, and Pacifie,” The largest
differences were for Canade (mainly
reflecting ronghly 100 real estate invest-
ments mads through Netherlands hold-
ng companies by two large Canadian
real estate development companies) and
for “other Africa, Asis, and Paciflc”
{reflecting & bank sequisition by Hong
EKong interests, also through a Nether-
lands helding company ).

The difference for “other Middle
Enst” was accounted for by TUBO% in
member States of the Organization
of Petroleem Exporting Countries
{OPEC), Outlays by UBs in all
OPEC countries wers $2390 million in
1080, down from $32¢ million in 1979,
In each year, they were 2 percent of ouné-
1ays by all investors, Almost all OPEC
outlays were to purchass real estate, in-
cluding agricnliucal land.

Sourcen of finaneing

Tnvestmont outlays, disagprregeied by
U.5. ood Foreign sources of financing,

ars shown in table 8. All funds are clas-
sified by the investor’s immediate, rather
thon original, source. Thue, for exam-
ple, *other funds from foreign divect
investors” (which are funds supplied
by foreign direct investors to U.5. affl-
iates making investments) may include
funds that foreign direct investors
originally generated internally or bor-
rowed from unaffiliated foreign sources,

Forsign-source fundes financed $6.2
billion—nearly two-thirds—of total in-
vestment outlays. Foreign direct inves-

‘tors sceounted for $5.2 billion of the

total—58.3 billion of funds supplied to
1.5, affilistes making investments, and
$1.9 billicn of internally generated
funds of foreign direct investors malk-
ing investments, Most of the remainder
was borrowed from unaffiliated foveign
SOUTCAS

U.8.-=ource funds financed $3.7 bil-
lion of total investment outlays, Funds
borvowed from wnaffiliated TU.S. per-
sons were $2.3 billion, of which $0.4
billion were from U.5. sellers of shares
and 1.9 billion from other unaffilinted
persons, primarily financisl institu-
tions, Ouilays financed Ly infernally
renernted funds of U3 afiliates mak-
ing investments were $0.7  billion.
Fundz from sfiliated TS, persoms
{which, for a T1.5. aftliste making an
investment, are fwnds fram other T8,
nffilintes of its foreign parent), and
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funds from ¥other TLS. sources” were
each $0.3 billion,

The percentage of total outlays fi-
nonced by T.8.-srurce funds was muoch
lower in 1880 than in 1979. Hoewever,
the distribotion of 1970 ouilays by
sonrce of finoneing was grently affectad
by the financing of the large 197% petra-
lewn nequisition previowsly mentioned.
A siznble share of the outleys for that
aequisition wes financed with loans
from unafhiliated 17,5, sources, Exclud-
ing that acquisition, the sharss of tatel
outlays financed by 1.S.- and foreign-
gource funds, and by each of the sources
within U.8.- and foreign-seorce funds,
were almost identical in the 2 years
Thus, significantly different economic
conditions in 1980, includirg sherply
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higher T8, interest rates and slower
economic growth in the United States
and abrond, did not alter the peitern of
financing of new foreign direck invest-
menta,

Table 9 shows invesiment eutlays for
acquisitiony of incorporated T.S. busi-
nesa entarprises, disagpregated by the
method used to acquira the ownership
interests, Such outlays wers $5.4 billion,
two-thirds of those for all acquisitions,
{The remaining one-third involved ac-
quisitions - of unincorporated enter-
prises, inlnding bsiness szgpments and
operating units of meorporaied enter.
prises.)

Of the 354 billion totel, $1.5 billion
ware pitlays to acquire ownership in-
terests in U5, business enterprises di-

Angust 1961

rectly from the enterprises. Almost all
of the remainder were outlays to ac-
quire ownership interests in snterprises

from unefiilisted 17.5. sources: $1.4 bil- |

lion by tender offer, less than $0.1 hil-
lion through epen market purchases,
and 2.2 billion from cther U8, sources,
mainly private purcheses of large
Blocks of stock,

Operations of Aequired or Estah- 1

lished .S, Business Enterprises

Two types of data on the operations
of aoquired or established VLS. business
entarprises are presented in this sec-
tion: {1} selected operating and finan-
cial data, such as assets, sales, and em-
playment, disngrregated by indostry of
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r T1.3, business anterprise and hy country
of foreign parent; and (2) date on land
and mineral rights owned and lessed,
end the gross book value of land and
plant and equipment, dissggrapated by
primary use. Unlilze the data on invest-

' ment outlays, which relate only to the

. equity interests obtained as & result of
the investment transsctions, thess data
cover the toital operntions of the ac-
quired or established enterprise.

For acquired enterprises, data nre

" for {or 1z of tha end of) the full year

i preceding the year of acquisition; for
newly established enterprises, they are
projections for {or az of tha end of) the
firet full yenr of operstion. To show the
aize of nl] U.8. business enterprises ne-

" quired or establiehed in the year, date

. on total assets of both nre nggregated

~ and discussed first, without regard to

thiy difference in coveraga. Datu for
acguisitions and establishmants are
then pregented and disenesed separataly.

Total agsets of all U.8. business enter-

v Prises nequired or established in 1980

wers $40.5 billion (teble 10}. Neerly

one-half—$19.4 billion—was in bonk-

g, (Four-fifths of the banking totsl

were azsets of the lorge U.S. bank

negnired by o Netherlands parent whose

UR) is in Hong Kong.) Most of the
remaining assets were in manufnonring
{%6.6 billion), finonee, except banking
{$4.9 billion), and real estate ($4.1
billian }.

By country of foreign parent, pssets,
like investment ontlays, webe concen-
trnted in developed countries. Assets of
enterprises with povents in the Nether-
lands were the Jargest, at $17.8 billion.
They were concentrated in banking and
real estate; most wora asssts of enter-

prises with UBO's in other countries.
Azsets of enterprises with Canadizn
parents were $5.7 billion. More than
one-half were in finance, except bank-
ing, mueinly the asets of an acquired
secnrities hrokerape firm.

Enterprises with British parents had
nssets of §$5.2 billion. Of the total, $2.2
billion was in manufacturing—by for
the largest amount in monfocturing of
all the countries or country groups
ghown in the tzble. Remnining assets
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ware concentrated in banking; finance,
except banking: and retail trade.

Ahout one-half of the $2.0 billion of
asaets of enterprises with Frenoh pov-
entz wera in menufacturing, mainly in
autes; pesats in banking and Anancs,
except banking were also large. Asseta
of enterprises with German parents, at
$1.6 billion, werse nlso sohesntented in
mpnufacturing, while those of enter-
prises with Swisa parents, at $2.0 bil-
lion, were concentrated in banking and
insursnca,

Of the 4.3 billion of assetz for all
develsping countries combined, more
than onge-half were aszets of enterprises
with parents in the Netherlands An-
tilles. Enterprises with parents in
OFEC eountries had nssets of $0.5 bil-
lion. Mora than one-half wera nssets of
a U.8. wholesale trade company thaot
was praviously owned by & U.S. petro-
leum company with operations in the
Middls East. The wholegale trade com-
pany purchased and shipped T0.5. parts,
enipment, ond engineering services to
the Middle East operations. In 1880, tha
.S, petrolenm compeny trangferred its
ail production facilities and most of i3
refinery facilities in the Middle East to
the hogt government. In conjunetion
with this transfer, the host govearnment
aequived the 1.5, wholesale trade com-
pany. Most of the other assets of T.8.
anterprises with OPEC parents wera in
real estete and in agricolture and for-
estry, Iargely raflecting purchases of
0.5. land.

Total assets of all nequired or newly
established emtarprises wera $3.8 billion
higher in 1980 than in 1979. By indus-
try, they were concentrated mors in
banking and in finance, except banking,
and less in petrolewm, mennfacturing,
ratuil trade, snd insuTance.

The year-to-yesr increass in total
aszets occurred despite a decrerse in in-
veetmvent outlays. For acquisitions, the
relutionship betweon totel assets and in-
vestment outleys depends on maversl
factors, For an acquisition of 100 per-
cent of an enterpriss, the cost of 2o
quisition (ie., investrnent outlays) is
nsunlly substantially less than the en-
terprise’s tolal assets, because the pur-
chaser is mequiring, and peying for,
equity, Bquity is equivalent to net nsvets
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{nssets lass liabilities), not totsl assata.
Where lzss than 100 percent ownership
i aequirsd, cost will be zven smaller
rellative to totel assets beaanse it reflects
only tha pertion of net assets acquired.
In oddition, for both aequired and
newly estoblished enterprises, differ-
ences may oiist befween the market
velue of the enterprise and the valns
carried on its boakz,

The increase in totel nssets from 1979
to 1980, despite the decrense ih invest-
ment sutlays, was mainly due to acquisi-
tions in benking, In 1979, outlays to ae-
quire banks were $0.% Eillion, and the
banks had toial pssets of $18.1 billion;
in 1980, the comparable figures were
#0.4 billion ond $194 hillion, respec-
tively. (For banks, assets and liebilities
reflect substantinl loans ond deposits
that arise in the normal course of their
business; thms, the difference between
their tolal assets and net ssseis can be
very large.} Contributing to the wider
difference between cutlays and asseds in
1880 was the fact that, in 1979, almoest
oll of the ontlays and sssets in banking
were assovisted with aoquisitions of
efuity interests of T8 percent or mora;
in 1920, on the other hand, the largeat
bonk acquisition, which sccounted for
shout one-half of outlays and 80 per-
cent of nssels in banking, was for » Jeas-
thon 50-percent equity intorest.

Outzide banking as well, acquisitions
of mejorily equity interests (interests
of lnrger then 80 percent) acconnted for
much Jarger shares of outlays for, and
nssels of, all acquisitions in 1979 than in
1680, ns shown in the talle below. In
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ia thete dnte basaode thay wees to Aegquire 2o ndd-

Augost 1981

particalar, acquisitions of 100-percent
ity interests accounted for much

larper shares of both ovtlays and aseets

in 1978, '

Acquisitions

1.5, buginess enterprises nequired in
1980 had essets of $37.0 hillion, more
than 20 percent of the ¢ofal for all
acquired or established enterprises
{table 11). Because nssats of acquired
enterprices accounted for such a large
ghare of the total, their distributions by
indusiry and by country of foreipn par-
ent are similer to thoss discussed above.
By industry, sssets wera concentrated
in banking ($19.1 billion) , manufactur-
ing ($6.3 billion), and finsnce, axcepi
banking (less than $5.0 billion). Within
manufacturing, totsl asssts were Jargest
in "other” manufocturing—mainly in
autos and tobnceo—and in nonelectrical
machinery. By country of foreign par-
ent, toinl nssets wers heavily concen-
trated in enterprises with paremts in
developed countries, mainly in the
Netherlonds, Canads, and the United
Kingdom.

Enterprizes noquired in 1580 had
plant and equipment {P&E), net of ac-
cumulated depreciation, of $3.9 billion.
Net PEE gceounted for only 11 percent
of total assets becanse a Inrge share of
the latter was nccounted for by financial
assets of pequired banking, other fi-
nence, nnd insurahce compenies, By
industry, nst P&E was concentrated in
manufacturing, reel estate, and retail
trade. By country of foreign parent, i¢
was concentrated in the Tnited King-
dom, Conads, Francs, Germany, the
Ketherlands, and the Natherlends
Antilles,

Net snles (or gross operating reve-
pnes} of pcquired 1.8, businesa enter-
prises were $21.0 billion ; about one-half
of the total was in mannfachiring.
Acquired enterprises in whotesale trade,
retail trade, banking, and “other* in-
dustries had sales of sbout $2.0 billion
each. Net income was 30.7 hillicn, just
over § percent of salee. Asin 1979, many
of the aequired enterprises had losses.
This reflected the fact that firmsz in

tinnnl sgodty Lotereat, cathor thias o Littial Ioker-
ent of 10 parcent or mere, o the T.B Sasioess
apterprin
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Tabla 12.==hores of Land and Mineral Kighta, and the Gross Book Valne of Land and Flant and Equipment, of U5, Busitesws Enterprises
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, weak financizl sondition, with presum-
thly depressed mariet walues, are at-

* tractive to potential buyars whe balizve
thot profitability can be substantially
improved after the talkeover.

Aequired enterprises eraployed 261,-
{00 workers in 1984, and paid employee
compensation of $4.2 billion, More then

* one-half of both the employment and
- compensation were in manufacturing—
mointy in nonelectrical machinery, eles-
iric and elecironic equipment, and
“other.” Outside manafacturing, the
. largest employment waa in retail trade.
~ Awquired entorprizes avned 2,678,000
* neves of Iand; neerly 90 percent of the
total wasz timberland, slmost all of
which was held by the major paper
mannfacturer acquired in 1080 {table
12). Land used for apriculture totaled
_ 81,000 acres, Most of the remaining land
was used for coal mining, or “ether in-
::lust‘.rinl” purposas, tnainly manufactur-
Ing, or was unimproved land held for
invegtment. Acynired enterprises also
owned ghont 20,000 asres of mineral
v rights, and leased 280,000 acres of land
and mineral rights; both the mineral
rights owned and the land and mineral
tights leased were primmrily used for

axtraction of crade petroleum and nat-
ural gas.

The proes book value of property
wis $1.3 billion. Unimproved land held
for ressle, residential property other
than for transient ledging, and prop-
erty for “other commereial and husi-
ness” uses  (moinly office buildings,
warchouses, end shopping centers) each
aeconnted for abovt $0.3 Billion. The
gross book value of P&E, at $5.7 billion,
was primerily for ®other industrial™
and “other commercial and business”
11EEE

Establishmenis

Accets of TS, business enterprises
egtablished by foreigm direct investors
or their TI.8, afilistes in 1980 were §3.5
billion {takle 13}. About one-half of
the total was in real estate. Assets were
large in manufacturing, banking, and
fmance, except banking, Within meou-
facturing, they were lergest in nonelec-
trical machinery and in “other,” mainly
in instruments.

By country of foreign parent, assefs
of establiched enterprises ware split
almost avenly belween parents in de-

veloped and developing countries,
largely reflecting the country distribu-
tion of rex] sstake investorents.

Net PEE war 08 Bbillion and wos
henvily econcentrated in resl estate.
SBales or net revennes were $0.7 billion,
and wers mainly in menufacturing,
wholesale trads, and real estats. Small
net losses wers concentrated in menu-
fecturing. Ewployment of eatablished
enterprises waz 6,000, and employee
eompensation was $01 hillion; both
were concentrated in manufacturing
and "other? industries.

Newly established YJ.8. business en-
torptises owned 322,000 peres of TS,
lend {table 14}. About cne-half of the
lend was used for agricultyral pur-
poses; most of the remainder was
timberland, Establishments leased
121,000 aores of land and mineral
rights, almost all of which was ased for
extraction of crude petrolewm and nat-
ural gow, The gross book value of prop-
orty was $L.1 billion; the property wos
largely unimproved land held for -
vestioent or wes for agricultural and
“other commarcial and business® wuses,
The gross book valwe of P&E, which
was mainly for “other commercial and
businsss® nses, was $0.7 billion,



J
1

SURVEY OF CURRENT BUSINESS

Table 13 —5elected Operating Data of U.S, Basioes Enterprisen Entablished in T97% and 1980, by Tnduatry of U, 5. Business Enterprise and -
by Conniry of Forelgn Parent with Largest Investment 1
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' Technical Noie By Indusiry, rovisdons were coocontrated comparsd with 1879, as reportere geloed

k

Ad phowi io the table boloar, data Tor 1978
*hove been revised upwerd pabstantially ;

by
P~
- ¥ | Berid
hﬂmbuﬂinmmr::h rersmmmnanes ™ 1,048
T otitis Cadiliond of dols
....... - 11, ka2 15, 317
Tolal abels of U8, bimbwita snviar.
bred or axinblished (mil-
et of GONARY o osasn e wmum| e

in real eetate and mannfaotyelng ; By soumbey
of foreign parent, they wer: concentrated in
developed countries, partleolarly the Horo-
pean Commnnities (9]).

The revisions refected the factk that 1970
waE the frat year for which BEA collectsd
these date, and, consequently, mwany reporters
were unfamllisr with reperting reqolrémentiy.
Raporta for many Investmente wara filsd oo
Inte for locdnalep {n the preliminary deta;
uthers wore nob [ncluded bocanse the vnevey
quallty of Enitially repocted dabts reqnlred
£xta tma for review end edling,

The theelivess and guality of repocis oo
93  mvestmeata lwPraved sobstAntielly,

awaraness of reporting regelrements wnd ex-
petlence In completing the forme. {Meény 1978
reporiera wera also reguired to report In 1880,
Moreover, many reports are completed by
agants of invemtors—az., lagal o acconbing
Grme—rather than by the invegtore them-
Belvgs. Buch afents mey have been respobsi-
ble for reporting che Invedments of sereral
Investors, am thelr exparience with 1979 re-
patts ey hatve resulied in improved rehort.
ing of 1380 lnvestmentz.] Tn addition, BEA
increnzed ita empbasis op the dmely filing
and processing of reports on large Iovest
ments, Ak a result, revisiong for 1080 ara ax-
pected to ba much smnller than thoss foz 1878,




